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TO: STATE WORKFORCE AGENCIES

FROM: JANE OATES 23)/\% 98 13N

Assistant Secretary /
SUBJECT: Implementation of the Effective Audit Measure

1. Purpose. To advise states of a new Core Measure in the Unemployment Insuran:e (Ul)
Performs performance management system to evaluate state Ul employer audit programs and
include elements of worker misclassification detection and enforcement.

2. References.

* Employment and Training (ET) Handbook No. 401, 4th Edition, Unemployrient
Insurance Reports Handbook and Subsequent Changes

* ET Handbook No. 407, 4th Edition, Tax Performance System

* ET Handbook No. 336, 18th Edition, Ul State Quality Service Plan (SQSP) Planning aind
Reporting Guidelines

*  Unemployment Insurance Program Letter (UIPL) No. 14-05, Changes to Ul Performs

* UIPL No. 23-10, Additional Planning Guidance for the Fiscal Year (FY) 2011
Unemployment Insurance (Ul) State Quality Service Plan (SQSP)

= UIPL No. 30-10, Proposed Effective Audit Measure for State Unemployment Insurance
(Ul) Employer Audit Programs

3. Background. The Ul employer audit program has historically been measured by the number
of audits completed annually. This measure served the program well in the past; however, there
have been increasing numbers of employers that have been found to circumvent emsloyment
taxes by misclassifying workers. The current audit measure does not indicate whether states are
effectively detecting employers that misclassify their employees. The U.S. Departnient of
Labor’s (USDOL) Employment and Training Administration (ETA) formed a team of Federal
and state Ul tax experts to determine whether a more effective audit measure could be developed
that would capture state efforts to detect worker misclassification. UIPL No. 30-10. which was
issued on September 2, 2010, informed states that the federal-state team recommencled certain
changes regarding how the UI employer audit program is evaluated. States were asked to
provide comments on the proposed measure. The comment period expired on Septe mber 30,
2010, and twenty-seven states and the Strategic Services on Unemployment and Wcrkers’
Compensation (UWC) provided comments (see highlights below).

RESCISSIONS EXPIRATION DATE
None Continuing




4. Highlights of Comments. Most comments were generally favorable to the proposed new

measure. The areas that generated the most comments are discussed briefly below along with
USDOL’s responses. See Attachment A for specific comments and USDOL’s respcnses. All
comments were considered in making the final changes to UI Performs.

General Comments — Of the twenty-seven states that provided comments on the proposed
audit measure, fifteen states strongly supported the measure, ten states supported the
measure with accompanying questions, and two states opposed the proposed measure.

Factor Performance Levels — Six states commented on the performance leve s for the
individual factors and the overall summary score. Two states commented that the

minimum performance levels were too low and four states commented that t1ey were too
high.

USDOL response — The Acceptable Levels of Performance (ALP) for each of the factors
were established after examining six years of historical state data and consultation with
the federal-state team. The ALP for each factor was set well below both the average and
mean national scores. USDOL agrees that not every state will want to emphasize the
same areas of audit performance; therefore, two points for self-directed emphasis are
included in the Effective Audit Measure to allow states the flexibility to emr hasize the
factor, or factors, that matter most in their state.

Effective Dates — Several states commented on the implementation dates of the Effective
Audit Measure. They suggested that USDOL delay the implementation date ‘or the new
measure and/or consider a re-evaluation of the new measure after a certain period of time.

USDOL response — Some states will need time to enact changes to their audit program to
accomplish the minimum performance levels required under the Effective Audit Measure.
States that fail the new measure will not be required to write a Corrective Action Plan
(CAP) until the FY 2015 SQSP. The FY 2015 SQSP will use calendar year 2013
Effective Audit Measure results. Additionally, UIPL No. 30-10 states that th: effective
Audit Measure will be re-evaluated three years after implementation to deterrnine whether
the new measure was effective in promoting the detection of worker misclass ification.

Audit Definitions — Several states commented on the definitions of what constitutes a
reportable audit on the ETA 581 Contributions Operations report. Some states asked that
the definition of a valid audit be broadened under the Tax Performance System (TPS),
while other states recommended that the TPS definitions and standards for a valid audit
remain unchanged. ‘

USDOL response — The definition of a valid audit will remain unchanged but will be

evaluated as part of the overall assessment of the new Effective Audit Measure.



5. Revised UI Performs Measures and Criteria. The Effective Audit Measure will be a UI
Performs Core Measure. The new measure will be comprised of four factors: 1) Percent of
Contributory Employers Audited Annually, 2) Percent of Total Wage Change From Audit, 3)
Percent of Total Wages Audited, and 4) Average Number of Misclassifications Detected Per
Audit. Each of the four factors has a minimum standard score that states must attain to pass the
Effective Audit Measure as well as an overall combined score that must be met. Tt e measure
also requires states to direct additional emphasis to the factor(s) that they deem important to thzir
state. An additional two points must be earned among any of the four factors to attain the overall
passing score of at least 7.0. The factor scores are measured to the tenth percentage place or
decimal place, as appropriate. See attachment B for additional information.

Table A provides the framework for the Effective Audit Measure. States must attain at least the
minimum score for all four factors (column A), and two or more points above the combined
minimum score of 5.0 (column B) to pass the measure (column C).

Table A
Effective Audit Measure Summary Score

Effective Audit Measurement A + B = C

: Minimum | State Total

Factor Description Score Directe Score

d

1 Percent of contributory employers audited 1.0 X 1+ X

2 Percent of wages changed as a result of the audit 2.0 X 2+ X

3 Percent of the state’s total wages that were audited 1.0 X 1+X

4 Average number misclassified workers discovered per audit 1.0 X 1+ X
Total 5.0 2.0 7.0

Table B provides four examples of state performance for the Effective Audit Meastre. The first
example demonstrates that the state’s combined score for all four factors must be equal to or
greater than 7.0. The second example shows that the state must attain at least the minimum
passing value for all four factors, even when the total combined score exceeds 7.0. The third and
fourth examples demonstrate states that passed the measure, showing different degrees of
emphasis for the various factors.



Table B

Four Examples — Effective Audit Measure Results

Mi Eactorss#s ) Achieved
inimum Scores s
Total Minimum ) |
Example : . : . Min=7.0) | forall 4 Pass/Fail Reason
‘7
1.0 | 20 | a0 | 1.0 Factors
State | . State failed to attain a
Scores 10122 ) L 1.4 5.7 Y Fail minimum total score of 7.0
State 2 20121 09! 86 13.6 N Fail State fal!ec} tf) pass all four
Scores factor minimim scores
State passed cach factor
State 3 minimum sccre and
Scores 13120 ) 14)23 7.0 Y Pass attained the minimum
overall score of 7.0
State passed cach factor
State 4 minimum sccre and
Scores 201331 1.0 13.0 9.3 Y Pass exceeded the minimum
overall score of 7.0

6. Administering the Effective Audit Measure in UI Performs. The SQSP, which each state

negotiates annually with USDOL, will continue to be central to the administration cf Ul
Performs and includes CAPs (see item Number 8 below).

States will be expected to submit CAPs as a part of the SQSP when their ann 1al
performance on the Effective Audit Measure does not meet the ALP. States "will be asked
to provide quarterly updates for each CAP. USDOL will strive to attain uniform
administration of CAP requirements among the states and regions.

7. Publishing Data. The results of the Effective Audit Measure will be published each year w th

state-specific data.

8. Effective Dates for Implementing Changes. USDOL will implement the Effec:ive Audit

Measure with the FY 2015 SQSP, which states will prepare using data from the calendar year
ending December 31, 2013.

Table C
Implementation Schedule for the Effective Audit Measure

Calendar Year Measure Calculated | SQSP Prepared SQSP Program SQSp
Data Year (PY) Action
2010 Spring 2011 Summer 2011 PY 2012 None
2011 Spring 2012 Summer 2012 PY 2013 None
2012 Spring 2013 Summer 2013 PY 2014 None
2013 Spring 2014 Summer 2014 PY 2015 CAP




9. Action Requested. State Administrators are requested to distribute this documerit to
appropriate staff.

10. Inquiries. Direct any inquiries to the appropriate Regional Office.

11. Attachments.

* Attachment A: Comments on UIPL 30-10: Proposed Effective Audit Measurz for State
Unemployment Insurance (Ul) Employer Audit Programs

»  Attachment B: New Core Measure - Effective Audit Measure



Iﬁl

+QICBIIAITIA NAIAATIIN_AIPIC TNT NANRAATT CrTIad
SISTHCELID PRilalip-23Bis X84 popecy SUICh

0M1 3] piemo) JIpaId ures pInom 9,0 | dAoqe agejuasiad pajipne

namny
= ¢ \ﬂ i & YTty
so8em [B)0} A1) ‘sypne wo ojdwa 1931e] 3y} 0) LOYJ2 [eUOnIppE -MO[ 00} SEM WU § J0joey | $98Ep [#10] JO 0
Pa10311p 3383S SIY) J1 ‘Apuanbasuo)) ajeys a19y) 031 Juepoduur e
: o 31} JBY) PAUSWILUOD JJB)S U - MO 00],
(s)1010e] o) dziseydwa 03 saye)s 10J sputod om) sapn[oul (L -
10 9J0JS [[BISA0 dUT "2INSBIW 1IPNE JUIISTXD SUl UTE1d1 01 1UBM 1eUl € 1oped
$91E]S 91BPOWIIOdO® 0) PAINIINIS SEM AINSEIA JIPNY SANIIH YL
"SI0LId uonedlyisse[d pue Junaodar 1okojdwa panpny
J913p pue 19319p 03 AN[Iqe s,3)els 2y Joedwn A[9sI9Ape p[nom "y31y 001 Sem wiNWIUIW S _10Jo8) | so8ep [2I0] JO 9
J0108] SIY) 01 UOIIdNPAI JBYMN] Y 04 ()’ [ I8 POYSI[qEIS Sem pajipny a1} JBY) PAIUUITOD 3JBIS AUQ - Y3IH 00],
sa8eA\ [BIO JO 9% O ‘QINSBIJA UPNY SANIALJ MU dY) ISpuf) € 10)o8yq
‘10410 uonesiyissed pue Suntodar s04odwe 19)0p pue 19919p NpNYy JO NSy
01 K)[1qe s 21.)s oy} 10edwn A[asIoApE p[nom I0Joe} SIy) 0} UOHONPaI Y31y 001 sem WNWIUIW S J0JoeJ e se paduey)
IoYUINJ 940" 18 PAYSI[qRISO Sem IpnYy JO 3nsay e se paduey) 3y} Jey) PAIUSWWIOD J1e)s duQ) - YSIH 0o | sadepm [e10] Jo 9
sa3e M [BI0O], JO ¢ S} “INSEIJA JIPNY QAN MU Y} J9pu)
7 10308
‘SIOLIS UOI)BOIJISSE]O Alpenuuy paypny
: ‘ stokojdwyg
pue Sunodai soKojdwa 1919p pue 19939p 03 AN[Iqe S, 9)eIs 2y 1oedwn "YS1y 001 [[1IS SeM WNWIUIW S J0}OE] AIOINALALOA 10 ©
AJ9sIaApe P[NOM 10398 SIY) 0} UOIIONPAI JBYUN] ‘940G AQ paonpal 3} 1Y) PAUSWWOD 3]e)S dU) — YSIH 00, QLRI JO %
Sem SJIpNE JO J3qUINU 3y} ‘9INSBIA IPNY SANDIJH MU dY} Jopup) —
‘siseydwd pajoalip-21e1s 10] papasu
syutod omy wﬁ pIemo]) JIPaId Wied p[nom 9, dAoqe agejuoorad 04" [ 0} 371 3} J9MO[ 0} POIIEM. SIEIS STO Ajjenuuy pajpny
ypne ay) ‘paunioliad sjpne Jo Jaquinu dy3 0] M0JJ [eUONIPPE | ) s1aKojdwyg
; i OINSBIW 04()'7 SUNISIXS Jf) UIEJAI 0} pAjuem
10311 $31BIS 31Y] 953} J1 ‘Ajjuanbasuo)) -aje)s Jidy) 03 Juepoduwr . : A30INgILnuo)) Jo o
. $9)BIS OM ] "MO[ 00} SEM WNWIUIW S 10)08]
(s)10108y 21} 2zZIseydwis 03 s9ye)S 10J spurod omy sapnjoul )/
: : : 3} JBY} PAIUSIWIOD SAJB)S Y[ — MO 00
JO 3100s [[eI9A0 AU ] -dinseow ypne SunsIXd I UIejal 0) JUBM JBY) I 10308
$9JE1S A)EPOWWIOIIL 0) PAINIONIS SBM AINSBIA HPNY AN Y],
-asedw pasodoad oyy pasoddo sayers
7 pue ‘suonsanb yym oddns paiajjo sajers SaTSED
"MO[3q papiaoad are suonsanb juopuodsal ay) 03 s1oMSUY 01 ‘aInseaw oy payioddns A|Suons sajes ssodox ﬁo
G| :aanseaw yipne pasodoid oy SurpieSor p d AN
SJUaWILIO) papiAaoid sajeIs /7 JO [B101 Y
asuodsay 710ASN JudW o)) anss|

01-0€ "TdIN UO SUdWWO)) — Y IUWYOeNY




"SISeq Jeak Jepuafed & uo ‘Allenuue DAUILLIAAD 3Q |

112 doueuniopiod 93BIS ‘IOAIMOY ‘SULIONS] [(] Ul SaJnseaw JunsIxa
o} 0 Je[TUWIIS “JJE)S [eIOPa) PUE 93]S 0] SI0JedIpUI JUALIND ap1aold
01 Kj1o)renb paysiiqnd aq [[1m 2INSBIJA] JIPNY QAN YL,

"S3INseoW [enuue
10 Aj1911enb 99 P{NOM 2INSEIW [[RISA0
oy} pue $10J9BJ Y] J9YJoym pajse dJe)s U

3INSBIIA]
Jo Kouanbauay

"UOTIUIJOP MU ) 193[J21 0] 76

i o0 155 15 0 25 o 0 oo ot 3o | U918 ABAISgORs soda 195 VLo | LI
[Iim [8S V.1 |yl U0 TG Wit 10J uonruLap U1 'ON 3SIAQI PINOYS A9Y) JOUIOYM POYSE S1EIS SUQ) PIYISSBISIAI
"IN 10J soSem 112y} 10dal 10U p[nom pue s)00q Surunosde . $00G-OY-JJO,, L) S19%I0M
ul S391AI3S JO saFem JoJ JudwiAed J1ay) p10dai J0uU pjnom U1 10 UOMIUILSD © batsanbal So1e16 oM SLIISSEIOST
oym siokojdws £q yses ur pred are s1oxIom 952y} ‘A[[eIousn) W3 HIULp © pat ¥ L POLISSERSIN
. (sy00q a1
HJ0) pajaodasun a1am JpYs S42Y40M SD []oM SO ‘660 ] WAOf 2914455
{S1010BIIU0D
onuaAdy jpudapuy uo 4afojdwa ayy Aq pajioda. asoy) Suipniout
. juapuadapur apnjour AJuo asnseaw SINIOA
‘J1pno Y3noayj paiaaodsip aam Joyj saakojduta Jjp 3ununoo :
MU 9Y) SI0(] "SIIIOM PIIJISSB|ISHA PIJISSBIISIIAI

apnjour pinom sty 1alojdwa ayy Aq paifissvostu Ajsnotaaad
2.42M IDY] SPPND Y3INnoay) pa4aaodstp saakojdutr],, \UOTIBIIJISSB[OSIW
Buip1e3a1 1Xa) JuIMO[[0] 3yl papn[oul 01-0¢ TdIN

Surpae3ax suonsanb pey sajess oAl

"S10J0B} IN0J 9y} JO AUE Ul LI S2Je)S
1oy} s;utod [euonIppe 0M] YIM SUO[E ‘S10)0B] INOJ S JO oBD
10J S[aA9] 9]qeidaooe Ajjewruru sasn aINSeaA IPNY AN H YL

‘Y31 00) sem 2100s ATewiuns
3} 781} PAIJUSWIWOD 31€)s duQ — Y3IH 00

3100¢ Alewiuing

*$59501d U0I199]9s JIpne pIjaZie]

e Juowo[duir Jey) 9381 UL INJ0 [[IM SIY) JBY) SIAJI[q TOAS ) Pue
‘APuestjiudis paseaIoul SIdQUNU UOI)3P UOITBDIIJISSE[oSIW Jey)
pajensuowap aAeY ssao0id uonoa[as ypne pajedie) e pajuswa|dwl
9ARY JBY) SAJRIS 'SMI0JJO uonjesijissejosiu J1ay) Suiziseydws jou
2JOM $2)E]S PUEB 2INSEIW [BULIOJ B JOU SEM J0JOB] 9} USYM PaJInddo
SIY) ‘6007 Ul 9109 WINWIUIW S J0JOB} Y} J9W $9)BIS €7 A[UO Jey)

Y31y 003 SeM WNWIUIW S J0)98]
9] JeU} PAIUWILIOD $2JBIS I | - YSIH 00]

upny 1ad
SUONIBOIJISSB[OSTIA
Jo
Joqunp a8eroay

anI ST IMIYA "0° [ I8 POYSI[qeISa sem JIpny J1ad SuonesIjisseosijy b 109%4
Jo 1oquInN 93BIOAY OY) ‘QINSEIA UPNY SANDIIJ MaU Y} Jopup)
asuodsay 70dSN judwwo) anss|

01-0€ "TdIN) UO SudWWOo)) — V JUWYdLNY




uoypUIUL12p [pulf Jpy) Sungioddns 40 0] UINGLIIUOD S1ODY 11D

pup uolDUIUL2}2p [DULf S, 4011pND Y] SUNIDIS J10da4 UdILIM D dpnjou] 3
pup pajonpuod jou fi uopuvidxa up apnjoul 10 2a1DIUaSido4
-Swa:\m.‘QD—\v i0 \M\ﬂ.\vw\*wxsu Uu-\\ wn\w.ﬂ\: AN \nwx\m\\.v\v NSDIMG\QJ n NN.Q.Q\S »%SNJQ\D»\\J .\\.
‘spuawidod pup s42y10m Parfissposiu 40f Yoinas ay} ut

PaUIDIqO 20UBPIAD Y] PUD PIULUDXD PUD 2]qDJIDAD SPA024 JUIWNIO(T "2
‘ssauajajdutod puv Aov.inoop ‘anpadod jjodod Afiiza

0] pasn $]$a] Ul PaUIPIqO 2IUIPIAD PUD PIUNUDXD SPA0ID4 JUIWNIO P
‘A2Y10 10 ‘a4njuaa juiol ‘uorpiodios

‘diys.4aupand ‘10ja14do4d 2]0s v Sv A1ua ssauisng ayj Afida,4 >

($L9€ U023 ‘A Jnd ‘[OnUvy

S ut paifidads sv jdaoxa) s.4a1ionb wwpuajps inof Jo wnuwuiu v 42400 'q
‘mataapur Sutuado uv apnjouf v

:sasodand Sunuodar |86 V14 10 palunod aq A
ey sypne Suipredas a3en3ue] Sumoo} 9y sapiaoad [of JooqpueH

“BJEp JIpne JY) Ul papnjoul

2q p[nos suonednsaaul jey) os pagueyd
aq pnod upne a[qeidadoe ue 10j uonIuUIp
Sd.L Y} I9YIaym payse SIJeIS oM,

supny

. Stadopdwa

A10InqL4JU0D JO 2S42A1UN [D]O] Y] WO SILUIWUSISSD JIPND 240U 4O %4() |
102]2s Quiopup.4 0] padpinodua a4 sapis ‘ssa20.4d Uo1122]as J1pnY 2y Ut
papnjoul adp siadojdua 1o joy) ansua 0, :s91eISs [enueA (S9) A111ndag
wswAojdwy ay) ur uoIloe9[as ypne Sutpaedar soueping Junsixa Ay,

‘paambai oq [[ns pjnom
SHpNE WOpURI ISYIdYM PIYSE SAEBIS OM ]

Sy

.. pasododd sv ainspout

2400 D UIDULDA [J1M J1 L2YJOYMN JUIWA2]IP PUD UOLIDIISSDIOSIU A9YAOM
Jo uonoajap ayj Sunjouwrodd uir 2a1Jo3ff@ spM ansvaut jipno 1240jduta
pasodoud ayj aay1oym auruiajap o3 2jop uoviuawadul p1UL Y]
A2}y s40aA 22.444] 340da.4 sUODLAA() SUONRGLIUOY) [9C V. LH Y] UO DIDP
Aapwuns yipno 4adopdwa ayy appnipaa J11m TOTSN ., YBY) PAEIS O 1-0€
TdIN “AI[BUONIPPY . #[(7 JO 4omuins 24} Surmp pajjiugns JSOS 24
AOf J¥ ) D 2]14M 0] 24nSD2ut 3Yy] S)IDJ 10Y] 2]D]S D 241nbad pinom yorym
‘poriad uoypnipad 4ol ADPUIIVD CIO7 Y1 A0f SIINSDIPY 3107) SUWA0f42 ]
111 241 J0 140d 211002q Jj1m 24nSPIPY 11PN da11oaffi pasodoad ay
:uoneuawa[dun Jurpredal 1xa) uimol|oj ay) papnjoul o[-0¢€ 1dIN

"§ 10T [1Iun AInseaw

a3 AB[3p 0) PYSE 2JBIS SUO pUE ‘71T JoYe
JSUNS JINSBIW 1) JABY 0} PIYSE U0 ‘sILak
901y} 10 OM] J3)JB 19SUNS INSLIW A} ALY
0] P9YSE JJB]S U "OJNSBIW M3U Y] JO
91Bp 9A1199]J3 3} UO PAJUdWIWIOD SIIBIS INO.J

3ANSBIJA]
Jo are( AR q

juaurmao))

anss|

asuodsay 1O0ASN

01-0¢ TdIN UO SJUSWWOT) — V JUSWIIENY




"0°L IS8 I

ST 9100S JUSWAINSBIA IPNY SANDIJJH [€30) AU} 1Y) OS ‘SI010B] SIOW IO
SUO UI S[9AJ] JUSWIAIIYIE WNWIUIW Y} ULY) 19JaIS 9AIYIE 0} painbai
oI saje)g *a0ed [BWIOOP YU} SY) 0) PAINSBIW dIB $2I0IS 10198 ('S
ST $1010€J INOJ 3Y) JO WNS JY) I0J JUIWDIAIIYDE JO [9AS] WINWIUIW Y ],

syurod 7

JO 2109 WINWIUIW Y] JOJ MO[[E 0) PAINSea
3q p[nom J10)oeJ SIY} MOY I0J BLIdIID Aue

935 Jou pIp A3Y]) e} PIAUSWWOD 3JBIS U

siseqdury
PajdaI(-93E)S

‘padueyo 2q
"poSueyoun SUIBWIAI UOIIULAP 3], | Jou p[noys Jipne d[qeidadse ue I0j uonIuLyap s)upny
Sd.1 2Y3 1Y) PAIUIWWOD 3elS dU()
"SIONIOM
PaIJISSe[OSIW 3ARY 0} pUNOJ 9q [[IM A3} e} pue ‘}Ipne J0J pajod[ss
3q 1M A3Y) JBY) YSLI PISEIOUT UB 3q [[IM JI9Y) ‘SIaNIoM AJISSB[OSIW Jey) ‘s1ohojdwid uo aq pnom yoedur
s1ohojdws 10, -pjoy Suikeld sy Surjaad] Aq weyy djoy [[I1m sainsesw a1 3eyMm pue 9JIpne 13d uoreoIJISSe[OSIW son
pasodouad asay ‘s1asaom 1191 AJisseld Aradoid pue mej oy yum 3Uo Jsed| Je puij 03 palinbai aq npny
A1dwoo jey; s1okojdws 1o,y 3ipne oY) FuLINp paIdAOISIP UOHEULIOJUI | P[NOM S3JE)S JOUIayM Payse ISJUsWWod au()
ay) uisn uoneoyisse[d Jodoad suruidlap 01 pajoadxa alre sajwlg
‘Jipne 1ad suoneorjIsseosiw Jo Iaquinu a3eI9AE U] SI J0IOB] YLINOJ Y,
asuodsay 10ASN NENITG) anss|

01-0€ "1dIN U6 SWWOo)) — V¥ juawioeny




Attachment B
New Core Measures — Effective Audit Measure

Effective Audit Measure

Measure: A blended measure of the following four factors: 1) Percent of

Contributory Employers Audited Annually, 2) Percent of Total Wage
Change From Audit, 3) Percent of Total Wages Audited, and 4) the
Average Number of Misclassifications Detected Per Audit. Each of the
four factors, as well as the overall combined score, has a minimum
standard score that states must meet to attain an Effective Audit Measure.
The measure also requires states to direct additional emphasis to the
factor(s) that they deem important to their state. An additional two points
must be earned among any of the four factors to attain the overall passing
score of at least seven.

Data Sources: Quarterly ETA 581 Contributions Operations Report and quarterly ES 202

)

a.

2)

a.

Report.

Factor 1 - Percent of Contributory Employer Audited Annually

Computation (to the tenth percentage place XX.X%):

The sum of Item 47 for all four quarters in a calendar year

Item 1 for quarter ending September 30 from the previous year
Criterion: Greater than or equal to 1.0%. When the criterion is met, the numr eric
value is added to the blended score for the Effective Audit Measure. When “he
criterion is not met, the state fails the Effective Audit Measure.

Factor 2 - Percent of Total Wage Change From Audit

Computation (to the tenth percentage place XX.X%):

The sum of items 56 and 53 for four consecutive report quarters

The sum of item 49 for four consecutive report quarters

Criterion: Greater than or equal to 2.0%. If the criterion is met, the numeric value is
added to the blended score for the Effective Audit Measure. If the criterion s not
met, the state fails the Effective Audit Measure.



3) Factor 3 - Percent of Total Wages Audited

a. Computation (to the tenth percentage place XX.X%):

The sum of item 50 for four report quarters

X Ttem 47 (for 4 Qtrs.) X 4 (Qtrs.)

The sum of item 48 for four report quarters

Total Wages of Contributory Employers for prior four quarters (ES 202)
b. Criterion: Greater than or equal to 1.0%. If the criterion is met, the numeric: value is

added to the blended score for the Effective Audit Measure. When the criterion is not
met, the state fails the Effective Audit Measure.

4) Factor 4 - Average Number of Misclassifications Detected Per Audit

a. Computation (to the tenth decimal place XX.X):

The sum of item 52 for four consecutive report quarters

The sum of item 47 for four consecutive report quarters

b. Criterion: Greater than or equal to 1.0. If the criterion is met, the computation’s
numeric value is added to the blended score for the Effective Audit Measure. If
the criterion is not met, the state fails the Effective Audit Measure.

5) Blended Score
a. Computation (to the tenth decimal place XX.X):

The sum of Factors 1, 2, 3, and 4.

b. Criterion: The blended score must be greater than or equal to 7.0, and ez.ch of the
four factor’s criteria must be met. If the criterion is met, and all factor criteria are
met, the state passes the Effective Audit Measure. If the blended score criterion is

not met, or any one of the four factors is not met, the state fails the Effective
Audit Measure.

Reporting Frequency: Annually



Definitions for ETA 581 Item Numbers:

D
2)
3)
4
3)
6)
7)
8)

Item 1 — Number of Contributory Employers
Item 47 — Total Audits

Item 48 — Total Calendar Quarters Audited
Item 49 — Total Wages Audited — Pre-Audit
[tem 50 — Total Wages Audited Post-Audit
Item 52 — Number of Employees Misclassified
Item 53 — Total Wages Under-reported

[tem 56 — Total Wages Over-reported



